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In general, the signs of the other independent variables are consistent
with commonly accepted explanations of default termination noting that there
are no a priori means of ranking cities or agencies as to their likely impact
on the default phenomenon. The positive interest rate variable was unexpected
but may be related to the expected positive sign for magnitude of subsidy
payment. The negative sign for co-mortgageor is probably related to the
positive sign for a female-headed family because FHA practice is to have one
spouse sign as co-mortgagor in a family with both soouses present. The
positive coefficient for a female-headed family was initially surprising
but on second thought it may be possible that having gone into default,
female-heaced families are more likely to attempt to avoid foreclosure because
their total income may be more stable and, by definition, they are not subject
to divorce problems. Most of the reported coefficients, however, are not
statistically significant.

[t is conceivable that the decision to avoid foreclosure exerts significant
influence over the decision to accept counseling so as to produce biased estimates
with the model used above. This "simultaneity" problem is a manifestation of
the self-selection phenomenon discussed in the body of this report but was not
corrected for in the regression analysis. Another potential problem is that
the regression analysis assumes that those counseled received the same amount
of counseling. It is believed, however, that the adequacy of counseling varied
across agencies. This could have also introduced bias into the results.

A second set of regressions were estimated comparing the referred and
not-referred groups. These regressions are similar to the bivariate analysis
performed in the text of this report. The impact of being referred was beneficial
but statistically insignificant in all regressions. Direct comparison with the
bivariate results, however, is difficult because of differences in sample size.

The bivariate analysis was conducted on a sample with 1,310 observations
(605 referred and 705 not-referred mortgagors). Exclusion of observations with
missing data on some of the independent variables reduced the sample on which
the regression analysis was performed to 587. ‘When the bivariate analysis
was replicated on the 987 sample, substantially different results were obtained.
The superior performance of the referred group with respect to avoiding
foreclosure was reduced from 7.0 percentage points to 4.0 percentage points
and with respect to being current from 1.6 to -4.7 percentage points. 1/
Some variation should be expected but the 6.3 percentage point shift, with
respect to being current, appears to be statistically significant.

In addition to randomness, two other explanations are possible. The
difference between the regressions and the analysis in the text could be
explained by the differences in control variables. The only control variables
common to both samples were the city dummies and the number of payments past
due at the beginning of the demonstration. Using the "being current" regression,
we calculate that these differences account for 1 percentage point of the
6.3 shift. With this adjustment, the observed difference is just barely
statistically significant at the ten percent level. We believe that this
is the most likely explanation and does not affect the validity of the
regression analysis.

1/ Foreclosure avoidance and becoming current are alternative dependent variables.
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The alternative possibility is that for a given set of control values
with respect to being current, we either systematically excluded from the
referred group individuals who perform above the average or systematically
excluded from the not-referred group individuals who perform below the average.
If this were true, a basic assumption of regression analysis would be violated
and the resulting estimates would have none of the desirable properties of
estimators. This possibility cannot be completely eliminated.



..
APPENDIX TABLE S.1

Regression Comparing Not-Referred
and Fully Counseled

Variable Coefficient
Mortgagor Fully Counseled .034045
No. of Monthly Payments in Default at the beginning
of the experiment -.34968**
Mortgage Age Prior to Default (in years) .05825
Mortgagor Lives in:
Los Angeles .022818
Atianta .016748
Seattle -.14244
Detroit -.35216
Loan-To-Value~Ratio -.65676
Interest Rate (x 1000) .000081512
Mortgage Term -.53205
Annual Mortgage Payment -.00046108
Annual Subsidy Payment .0024495
Existence of Co-Signer -.63274
Years Employed of Family Head -.0060381
Occupation of Family Head:
Professional 1.0559%*
Clerical 23533
Skilled Labor -.00050279
Semi-Skilled or Military -.06847
Laborer .34548
Service Industry -.10413
Total Family Income .000091477
Total Family Income from Secondary Sources .000022856
Age of Head -.0046095
Family Size .067732
Female-Headed Family .42330**
Section 235 - New .19922
Constant 18.265

** Significant at .01 level
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